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E.0.11652: N/A 
TAGS: BEXP, ENRG, IR 

SUBJ: OIL BARTER: US FIRM MCA ENGINEERING CORPORATION'S 
OIL BARTER PROPOSAL FOR CONSTRUCTION WORK 

REF: (A) TEHRAN 4233, (B) TEHRAN 2059 (NOTAL) 

1. PRESIDENT OF MCA ENGINEERING CORPORATION OF BALTIMORE, 
MARYLAND (EDMUND E. HAILE AND GENERAL MANAGER MCA/IRAN 
(FRED MIRMIRAN) CALLED AT EMBASSY lULY 18 TO BRIEE EMBOFF 
ON DEVELOPMENTS RE MCA'S PROPOSAL ON THE CONSTRUCTION OF 
THE ISFAHAN/AHWAZ HIGHWAY FOR OIL BARTER. CONSTRUCTION 
COSTS WILL TOTAL BETWEEN 1 AND 1.5 BILLION DOLLARS OVER 
FIVE YEAR PERIOD AND THE MINISTRIES OF ROADS AND 
ECONOMIC AFEAIRS AND FINANCE HAVE TOLD MCA THAT THE GOI 
WISHES TO BARTER OIL IN EXCHANGE FOR COST PLUS CONTRACT 
ON THE CONSTRUCTION. (SEE REFTELS) 
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2. THE MCA REPS SAID THAT THE BALTIMORE FIRM 
WHICH HAD INITIALLY EXPRESSED AN INTEREST IN TAKING 
THE CRUDE HAD IN THE END DECLINED TO PARTICIPATE. 

MCA HAS NOW REACHED AGREEMENT IN PRINCIPLE WITH 
MARK RICH COMPANY OF NEW YORK, A MINERALS AND METALS 
TRADER, TO TAKE THE IRANIAN CRUDE AT A 2-1/2 PERCENT 
DISCOUNT FROM THE OPEC POSTED PRICE. THIS 2-1/2 PERCENT 
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DISCOUNT WOULD COME OUT OF A 9-1/2 PERCENT PROEIT MARGIN 
WHICH WOULD BE BUILT INTO THE COST PLUS CONTRACT. THE 
MCA REPS WERE REASONABLY OPTIMISTIC THAT THE MINISTRY 
OE ROADS WOULD AGREE TO A COST PLUS CONTACT OP THIS 
ORDER OP MAGNITUDE. 

3. AS REPORTED EARLIER (PARA TWO, REPTEL A), MCA HAS 
BEEN UNSUCCESSPUL IN INTERESTING ANY US CONTRACTOR IN 
TAKING ON THE WORK. NEARLY A DOZEN US CONTRACTORS EITHER 
REFUSED TO UNDERTAKE WORK IN IRAN OR INSISTED UPON 
TOTALLY RISK FREE PROVISIONS WHICH WOULD HAVE BEEN 
IMPOSSIBLE TO OBTAIN FROM THE GOT IN THE END, MCA 
TURNED TO FOREIGN CONTRACTORS AND HAS NOW REACHED 
AGREEMENT WITH COLAS OF FRANCE AND TESSA CONSTRUCTION 
OF TEHRAN TO UNDERTAKE THE ACTUAL CONSTRUCTION OF THE 
ROAD. THE MCA REPS ASSUMED THAT IRANIAN FIRM 

WOULD PERFORM ABOUT FIFTY PERCENT OF THE WORK, 

FRENCH FIRM THIRTY FIVE PERCENT OF THE WORK AND MCA 
FIFTEEN PERCENT. CA WILL BE RESPONSIBLE 
FOR THE DESIGN AND ENGINEERING WORK IN THE CONTRACT 
WHICH WOULD BE LARGELY PERFORMED IN THE UNITED STATES. 

4. MCA'S PRESIDENT THOUGHT THAT THE FIRST STAGES OF 
NEGOTIATIONS COULD BEGIN IN OCTOBER AND WOULD 
REQUIRE ABOUT THREE TO FOUR MONTHS TO COMPLETE. 

HE CONCEDED THAT THE NEGOTIATIONS WOULD BE LONG AND 
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ARDUOUS BUT THOUGHT THAT A NUMBER OF MAJOR HURDEES 
HAD ALREADY BEEN OVERCOME. THE MARK RICH COMPANY HAS 
DONE BUSINESS WITH NIOC IN THE PAST AND APPARENTLY 
FEELS THAT THE OIL CAN BE MARKETED IN COUNTRIES WHICH 
ARE NOT ALREADY CUSTOMERS OF NIOC. SPAIN IS THOUGHT 
TO BE A LIKELY POSSIBILITY. 

5. COMMENT: THE EMBASSY IS GRATIFIED, OF COURSE, THAT 
MCA'S EFFORTS TO OBTAIN THIS ROAD CONSTRUCTION WORK 
HAVE THUS FAR PROSPERED, PARTICULARLY SINCE EMBASSY HAD 
SUGGESTED MARK RICH TO MCA AS A U.S. FIRM INTERESTED IN 
OIL BARTER IN IRAN. IT WILL NOT BE EASY, HOWEVER, TO 
BRING THIS PROPOSAL TO FRUITION. THE GOI'S MINISTRY OF 
ROADS IS BADLY ORGANIZED AND OFTEN DIFFICUET TO DEAL WITH. 
IF COMPLICATIONS ON THE COSTS ARISE DURING THE NEGOTIATIONS, 
OR EVEN IF THEY DON'T, THE MINISTRY IS QUITE CAPABLE OF 
INVITING IN OTHER FIRMS, PLAYING EACH AGAINST THE OTHER 

TO GET THE EOWEST PRICE. TOO, THE GOI'S APPETITE FOR 
BARTER MIGHT DIMINISH IF THERE WERE TO BE A SUDDEN AND 
SUSTAINED SURGE IN DEMAND FOR IRANIAN CRUDE LATER THIS 
YEAR. THE PITFALLS ARE NUMEROUS AND MCA COULD SPEND 
A FAIR SUM ON ITS DESIGN WORK ONLY TO SEE ITS 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

PROPOSAL FOUNDER IN THE END. BUT THE COMPANY 
SEEMS AWARE OF THE RISKS AND IS DETERMINED TO 
PURSUE THE CONTRACT TO THE END. THE EMBASSY WILL 
KEEP THE DEPARTMENT INFORMED OE DEVELOPMENTS. 

SULLIVAN 
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